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?;S2r)0 22 1. INTRODUCTION 

23 The Internatidnal Ldngshdremen's Assdciaticn, AFL-CIO, Cdmmittee dn Politic 

24 Education and Harold Daggett in his official capacity as treasurer ("ILA-COPE") notified the 

25 Federal Election Commission (the "Commission") under the Commission's sua sponte policy 

26 that it had not accurately disclosed financial activity totaling about $1.8 million over a ten-year 

27 period.' In particular, as it explained in an audit findings report supplementing its submission, 

o 
•JC 

' See ILA-COPE Sua Sponte Submission (Jun. 7,2012) (referencing Policy Regarding Self-RepOrting of 
Campaign Finance Violations {Sua Sponte Submissions), 72 Fed.. Reg. i 6,695 (Apr. 5,2007) (**Sua Sparse 
Policy")); ILA-COPE Supp, Sua Sponte Submission at 19 (Oct. 30,12012) ("Audit Findings"). 
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1 between 2005 and 2011, ILA-COPE under-reported disbursementis by $1,338,675.57 and 

2 receipts by $491,800.40.̂  It also failed to report or keep records for independent expenditures it 

3 made in 2008 totaling $130,414.26.̂  ILA-COPE concluded tiiat tiiis misreporting resulted from 

4 poor recordkeeping and communication as well as its staff members' general lack of khowledge 

5 regarding Commission reporting requirements.̂  

25 6 Based on the available information, the Office of the General Counsel ("OGC") has 

Kl 7 concluded tiiat ILA-COPE violated 2 U.S.C. § 434(b) and (g) by failing to accurately disclose 
Kl 

^ 8 receipts, disbursements, cash on hand, and independent expenditures in its reports to fhe 
O 

Kl 9 Commission. Because the issues are clear and well documented— b̂ased in part on ILA-COPE's 

10 substantial candor and cooperation in self-disclosing and. thoroughly documenting its 

11 violatidnis—^we pursued this matter thrdugh Fast-Track ResdlUtidn.̂  Having cdmpleted 

12 negotiations with ILA-COPE, wc now recommend that the Commission dpen a Matter Under 

13 Review, accept the attached executed Cdnciliaticn Agreement, and cldse the file in this matter. 

14 II. FACTUAL SUMMARY 

15 ILA-COPE is a separate segregated fiind ("SSF") tiiat first registered witii. tiie-

16 Cdmmissidn in 1982.̂  For more than a decade, ILA-COPE has used dutside accduritirig arid 

17 Cdmpliance firms td assist with its financial management and Cdmmissidn discldsure dbligati'dns. 

^ See Audit Findings at 6. The Audit Findings provide the results of an investigation conducted by ILA-
COPE's outside compliance consultant. 

3 

s 

Id at 16. 

M.dX2. 

See Sua Sponte Policy, 72 Fed. Reg. at 16,698. 

Audit Findings at 4. 
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1 Its Idngtime dutside accdunting firm is Jdseph L. Gil, CPA, P.C^ Frdm apprdximately Octdber 

2 2002 td December 2011, ILA-COPE's dutside compliaiice cdrisultaut was EIrand Law Grdup.' 

3 On February 12,2012, ILA-COPE replaced Brand Law Grcup witii PAC Outsdurcirig LLC* 

4 During the transition, PAC Outsourcing identified discrepancies between ILA-COPE's 

5 bank statements and the cash on hand it reported to the Commission.'̂  After leaming of the 

Ĵ  6 discrepancies, ILA-COPE instmcted its new ccmpliance firm td Cdnduct an audit CdVering all of 
KJ 

Ki 7 ILA-COPE's financial activity.'' Shortly thereafter, on June 7,2012, it filed the sua sponte 
Kl 

^ 8 submissidnndw befdre the Cdmmissidn.'̂  AnddnOctdber30,2012, after its ccmpliance 

0 13 

Kl 9 cdrisultant Cdmpleted its audit, ILA-COPE previdied the ccmpleted audit report to OGC; 
rH 

10 The audit covered all financial activity frdm 2005 thrdugh 2011. ''̂  It began with 2005 

11 because that was the earliest year for which reliable bank reconciliatidn and dther financial 

12 records were available, despite ILA-COPE's efforts to obtain records for earlier years.'̂  And 

13 although the audit period closed at tiie end df 2011, ILA-COPE provided additidnal wdrksheets 
14 cdvering activity through September 30,2012.'̂  

' See ILA-COPE Sua Sponte Submission at 2. 

' Id at 1-2. 

' Idetl. 

See Audit Findings at 1-2. 

'' ILA-COPE Sua Sponte Submission at 2. 

" Id it I. 

" See Audit Findings. 

/</.at2. 

" See id. at 6. 

Seeidet\9. 
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1 The audit revealed that, duririg that sevcri-year peridd, ILA-CQPE had Uriderrrepdrted 

2 disbursements by $1,338,675.57 and receipts by $491,800.40." The primary sdurce df tiie 

3 discrepancies in disbursements—̂ mcre than $ 1 millidn df the tdtal—̂ was unrepdrted 

4 administrative expenses such as legal fees, acccunting fees, and bank fees. ILA-COPE alsd 

5 found, hdwever, that it misrepdrted ccntributions to candidates and political committees.'̂  As 
0 
on 6 for the discrepancy in receipts, ILA-COPE found fhat the primary cause was the misreporting of 
Kl 

^ 7 interest arid irivestmerit income, but it also misreported unitemized cOhtf ibuticns it received.̂ " 
Kl 
KJ 8 The audit report also explains that ILA-COPE's financial discrepancies began much 
sr 

^ 9 earlier than 2005 and that, as of January 1,2005, ILA-COPE already had over-repdrted its cash 

10 dn hand by $929,232.40.̂ ' As a result, by the end cf 2011, it alsd had a cumulative cash-on-

11 hand discrepancy of $1,776,107.56.̂ ^ 

12 During tiie cdurse df its audit, ILA-COPE alsd discdvereti that it failed td repdrt and keep 

13 reccrds for independent expenditures tdtaling $ 130,414.26. ̂  Accdrding td tiie audit repdrt, ih 

14 2008, ILA-COPE made twd disbursements tiiat appeared td be independent expenditures because 

15 df their "timing and the nature df the business performed by the recipient entities, namely, 

16 printing and event planning."̂ ^ One disbursement was td a printer, dated Octdber 15,2008, fdr 
" id at 6. 

'* /t/.atll. 

" Id at 13-14. 

/rf. at 11-12. 

'̂ Idate. 

" Id at 10. 

" Id at 16. 

Id at 16. 24 
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1 $21,935.14; tiie dtiier was td an event planner, dated Ndvember 10,2008, for $108,479.12." 

2 ILA-COPE's auditdrs cculd ndt Idcate any ddcuments td explain the disbursemerits, but fliey 

3 iriterviewed the vcriddrs and ccnfirmed that they prdvide "pdlitically active" prdducts td pdlitical 

4 crganizatidns.̂ ^ Thus, under the circumstances, ILA-COPE ccncluded that it shculd have treated 

5 these disbursements as independent expenditures and repdrted tfaem as sucfa.̂ ^ 

O) 6 In its submissicn, ILA-COPE acknowledges that these failures constitute vidlatidns df the 
Kl . 

sr 

^ 7 Federal Electidn Campaign Act of 1971, as amended (the "Act") as well as Cdmmissidn 

KJ 8 regulatidns. It cdncluded, licwever, that the particular vidlatidns at issue here were "the direct 

0 9 result df inccmplete cr inaccm-ate reccrdkeeping aldng with a. lack df understanding df FEC 
Kl 

10 repdrting requirements."̂ ^ The audit uncdvered nd evidence of intentional, willful misconduct.̂ ° 
11 The submission also describes specific cdfrective measures that ILA-COPE is j 

« 
12 implementing td prevent future vidlatidns. First, ILA-COPE's dutside Cdmpliance cdrisultant | 

I 

13 now is reviewing and processing all political committee expenditures for signature by ILA- '\ 

14 COPE'S treasurer.̂ ' Second, the consultant now carries out monthly finahciail repdrting, i 

15 including bank recdnciliatidns, td ensure discldsure repdrts are accurate before ILA-COPE | 

id 

Id 

Id 

See id. at 6,10-14,16 (discussing legal standards and applying those to audit findings). 

Id et 2. For instance, in its supplemental submission, ILA-COPE explained that it failed tp report the 
administrative expenses because its finance personnel mistakenly believed that only "political activity"'was to be. 
included and therefore never furnished the administrative expense information to the-preparer of its reports. Id. at. 
10-11. As we discuss, ILA-COPE also noted that one of the corrective ineasures being implerrientê d is'training for 
those with responsibility for ILA-COPE's financial activity. See id. at 17. 

Idetl. 

'̂ Id at 17. 
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1 submits them td the Cdmmissidn.̂ ^ Third, the ccnsultant plans td meet with ILA-COPE's 

2 treasurer and assistant freasurer, as well as dther ILA-COPE finance staff, td prdvide fraining 

3 regarding their dbligatidns under the Act and Ccmmissidh regulatidns.̂ ^ 

4 ill. LEGAL ANALYSIS 

5 The Act and Cdmmissidn regulatidns require ccmmittee treasurers td file reperts df 
CO 34 
on 6 receipts and disbursements according to the requirements of 2 U.S.C. § 434. These reports 
Kl 

^ 7 must disclose, inter alia, the total amount of receipts and disbursements and the cash dn hand at 
Kl 

^ 8 the beginning df the repdrting peridd.̂ ^ Cdmmittees also are required, to itemize certain receipts 

O 9 and disbursements and disclose each person who made conttibutions, of provided any interest or 
Kl 

10 other receipts, or received any disbursements iri an aggregate amdunt greater than $200 within 

11 the calendar year, tdgether with the date and amdunt df any such receipt dr disbursement. 

12 Here, ILA-COPE ackndwledges that it did net ccmply with the Act's repdrting 

13 requirements because it failed td discldse an aggregate df $1,830,475.97 in receipts and 

14 disbursements during the seven-year audit period and had a cash-on-hand discrepancy totaling 

15 $1,776,107.56 by the end of 2011." Based dn our review of ILA-COPE's submission, we have 

16 concluded that between July 31,2007, and February 2,2012—the applicable time period in tiiis 

Id 

" Id. ILA-COPE also has taken steps to improve communication between ILA-COPE and an affiliated 
committee to avoid the potential for excessive contributions. While: excessive contributions are not at issue in this 
matter, the fact that ILA-COPE identified an additional perceived weakness and took steps to prevent a potential 
future violation is noteworthy. 

" 2 U.S.C. § 434(a)(4); 11 C.F.R. § 104.1(a). 

" 2 U.S.C. § 434(b); 11 C.F.R. § 104.3. 

" 2 U.S.C. § 434(b)(3)-(6); 11 C.F.R. § 104.3(a)(4), (b)(3). 

" Audit Findings at 6,10. 
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1 casê *—ILA-COPE failed to accurately disclose financial activity totaling $ 1,644,347.99 (based 

2 on disbursements totaling $984,689.35 and receipts totaling $659,658.64) and overstated its cash 

3 on hand by $516,542.39, botii in vioiation of 2 U.S.C § 434(b).̂ ^ 

4 Tfae Act and Commission regulations also require committees td disclose and keep 

5 records conceming independent expenditures. A committee must report all df its irideperiderit 
Oi 
0̂  6 expenditures dn Schedule E as part of its regular reports to the Commissidn:̂ ^ Additionally, if a 
Kl 
SJ 
Kl 7 committee's independent experiditures aggregate to $10,000 or more during the caleridar year up 
*^ 

^ 8 to and iricluding the 20th day before an election, the committee must disclose the activity within 

^ 9 48 hours.*̂ ' And during the 20-day window before an election, a committee must disclose within 

10 24 hours any independent expenditure activity that aggregates to $ 1,000 or more. Finallŷ  

11 committees must maintain records witfa sufficiently detailed information so that their reports can 

12 be verified.''̂  

13 ILA-COPE acknowledges that it did not make any ofthe required disclosures conceming 

14 $130,414.26 in independent expenditures it made in 2008.**̂  Nor did it maintain the necessary 

See 28 U.S.C. § 2462 (providing five-year limitations period beginning on date claim accmes). On. July 24, 
2012, ILA-COPE agreed to a 1̂ 0-day tolling agreement so that it could complete its audit and supplement its sua 
sponte submission. And on Jianuary 24,.2013, it agreed to an additional 60 days of tolling, to allow additional time 
for the Commission to review the proposed. Conciliation Agreement. 

Audit Findings at 8-10. We calculated the increase in activity by aggrega;ting tiie yearly discrepancy totals 
for receipts and disbursements. We calculated the cash-on-hand discrepancy by taking the difference between . 
ending cash on hand for 2011 and the beginningicash on hand for 2007. 

'° 2 U.S.C. § 434(b)(6)(B)(iii), (d), (g); 11 C.F.R. §§ 104.3(b)(3)(vii), 104.4,109.10(a). 

2 U.S.C. § 434(g); 11 C.F.R. § 104.4(b)(2). 

2 U.S.C. § 434(g); 11 C.F.R. § 104.4(c). 

11 C.F.R. § 104.14(b). 

^ Audit Findings at 16. 
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1 records conceming these independent expenditures.̂ ^ Thus, based on our review of its 

2 submission, we conclude that ILA-COPE failed to disclose to the Commission or keep records 

3 concerning independent expenditures totaling $130,414.26, in violation of 2 U.S.C § 434(b) and 

4 (g) and 11 CF.R. § 104.14(b).** 
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10 

11 

12 

13 V. CONCLUSION 

14 For the reascns discussed abdve, we reccmmend that the Cdmmissidn accept the 

15 executed Cdnciliatidn Agreement attached tc this Repdrt. 

16 VL RECOMMENDATIONS 

17 1, Open a Matter Under Review; 

18 2. Accept the attached Cdnciliation Agreement with ILA-COPE; 
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3. Apprdve the appropriate letter; and 

4. Cldse the file. 

Dated: BY: 

Anthdriy Hermari 
General Cdunsel 

Daniel A. Petalas 
Associate General Counsel for Enfof cemeht 

Peter G. Blumberg 
Assistant (Cjeneral Couiisel 

Leonard O. EVahs III 
Attomey, Enforcement Division 
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